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Draft Separate Audit Report of the Comptroller & Auditor General of India on the Accounts of Punjab State Electricity Regulatory Commission for the year ended 31 March 2015.


We have audited the attached Balance Sheet of Punjab State Electricity Regulatory Commission as on 31 March 2015 and the Income and Expenditure Account and Receipts & Payments Account for the year ended on that date under Section 19(3) of CAG (DPC) Act 1971 read with Section 104(2) of the Electricity Act, 2003. These financial statements are the responsibility of the Punjab State Electricity Regulatory Commission.  Our responsibility is to express an opinion on these financial statements based on our audit.

2.
This separate Audit Report contains the comments of the Comptroller & Auditor General of India (CAG) on the accounting treatment only with regard to classification, conformity with the best accounting practices, accounting standards and disclosure norms, etc.  Audit observations on financial transactions with regard to compliance with the Law, Rules & Regulations (Propriety and Regularity) and efficiency-cum-performance aspects, etc., if any, are reported through Inspection Reports/CAG’s Audit Reports separately.

3.
We have conducted our audit in accordance with auditing standards generally accepted in India.  These standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatements.  An audit includes examining, on a test basis, evidences supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of financial statements.  We believe that our audit provides a reasonable basis for our opinion.
4.
Based on our audit, we report that:

i) We have obtained all the information and explanations, which to the best of our knowledge and belief were necessary for the purpose of our audit;

ii) The Balance Sheet and Income and Expenditure Account and Receipts & Payments Account dealt with by this report have been drawn up in the format approved by the State Government under Section 104 of the Electricity Act, 2003.

iii) In our opinion, proper books of accounts and other relevant records have been maintained by the Commission as required under Section 104 of the Electricity Act, 2003 in so far as it appears from our examination of such books.

iv) We further report that
:

A.
 Balance Sheet

A.1. 
 Fixed assets (Schedule 4)      

A.1.1    During the previous year 2013-14, additions of fixed assets to the extent of `8.89 lakh and deductions therefrom to the extent of `13.31 lakh were made. However, same were not disclosed under previous year column as required as per the prescribed format of accounts. 
B. 
Income and Expenditure Account
B.1.
Income- Income from Sales/Services (Schedule 7A)
B.1.1
 Annual License fee amounting to `5.71 crore included `5.46 crore paid by Punjab State Power Corporation Limited (PSPCL). Punjab State Electricity Regulatory Commission (Fee) Regulations, 2005 as amended from time to time provides for payment of License fee to the Commission annually for the Transmission, Distribution and Trading of Electricity in the State of Punjab. The License fee payable by Distribution Licensee is calculated @ 0.025 per cent of total revenue receipts for the previous year pertaining to supply area of the Licensee payable initially at the time of grant of licence and annually in each subsequent year during validity of the licence by similar calculation. It was noticed that the Commission recovered License fee i.e. `5.46 crore (@ 0.025 per cent of revenue receipts for the year 2013-14 i.e. `21829.60 crore as per tariff order for the year 2013-14, whereas same was required to be recovered and accounted for on the basis of revenue receipts as per annual accounts of PSPCL for the year 2013-14 i.e. `21693.86 crore. On that basis License fee worked out to `5.42 crore (0.025 per cent of `21693.86 crore).  However, the liability in respect of the excess recovery of the licence fee has not been made.  This resulted in overstatement of income/surplus and understatement of liabilities by `0.04 crore. (`5.46 crore - `5.42 crore)
B.2.
Income- Other Income (Schedule 8)      

B.2.1.
Section 34(1) of the Electricity Regulatory Commissions Act, 1998 provides that annual statement of accounts of the State regulatory commissions is to be prepared in such form as may be prescribed by the State Government in consultation with the Comptroller and Auditor-General of India. The format of Accounts prescribed by the State Govt in consultation with the CAG of India provides that the income earned may be shown as addition to the fund directly in the Balance Sheet.  

 However, interest income amounting to Rs 137.50 lakh has been included in the other incomes under Income & Expenditure Account.  This resulted in over statement of excess of income over expenditure (surplus) during the year by Rs 137.50 lakh.  

B.3. Expenditure- Establishment Expenses (Schedule 9)     

B.3.1 This does not include liability of the Commission amounting to `6.20 lakh    towards leave salary and pension contribution for the year 2014-15 against which payments were made by the Commission in August 2015. Non provision of liability towards leave salary and pension contribution resulted in understatement of current liabilities and provision- establishment expenditure   and over statement of surplus by `6.20 lakh.
C. Notes to the Accounts

C.1.1
A reference is invited to ‘Note-3’ wherein it is stated that “depreciation for the year 2014-15 amounting to ₹13.85 lakh has been calculated on straight line method as provided in the Income Tax Act". However, it does not include depreciation amounting to ₹0.72 lakh against the assets purchased/ acquired during the year   2014-15.  As such, disclosure is incorrect to this extent. 

v)
Subject to our observations in the preceding paragraph, we report that    Sheet and Income and Expenditure Account/Receipts & Payments    Account dealt with by this report are in agreement with the books of accounts.
vi)  
In our opinion and to the best of our information and according to the explanations given to us, the said financial statements read together with the Accounting Policies and Notes on Accounts, and subject to the significant matters stated above and other matters mentioned in Annexure to this Audit Report gives a true and fair view in conformity with accounting principles generally accepted in India:
a) In so far as it relates to the Balance Sheet of the state of affairs of the Commission as at 31 March 2015; and 

b) In so far as it relates to the Income & Expenditure Account of the surplus for the year ended on that date.”


Principal Accountant General (Audit), 

                                                                               Punjab, Chandigarh
Place: Chandigarh                                          

Date:  
Annexure to the Draft Separate Audit Report on Annual Accounts of Punjab State Electricity Regulatory Commission (PSERC) for the year 2014-15

1. Adequacy of Internal Audit System:

 Internal Audit System in PSERC is inadequate and not commensurate with its activities. 

2. 
Adequacy of Internal Control System:
The Internal Control System is adequate and commensurate with the size and nature of activities of the Commission.

3.   System of Physical verification of fixed assets and inventories:
Fixed assets and Inventories have been physically verified by the Commission for the year 2014-15.

4.  Regularity in payment of statutory dues:


The Commission is regular in depositing the undisputed statutory dues. 




Resident Audit Officer 
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